
COUNTY OF LOS ANGELES
CHIEF INFORMATION OFFICE
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493 Kenneth Hahn Hall of Administration

Los Angeles, CA 90012

JON W. FULLINWIDER
CHIEF INFORMATION OFFICER

Telephone: (213) 974-2008

Facsimile: (213) 633-4733

May 24, 2005

To: Supervisor Gloria Molina, Chair
Supervisor Michael D. Antonovich, Chair Pro Tem
Supervisor Yvonne B. Burke
Supervisor Zev Yarosla ky
Supervisor Don Kn e

From'

Subject: HEALTH INSURAN PORTABILITY AND ACCOUNTABILITY ACT
(HIPAA) TRANSACTION AND CODE SETS RULES STATUS REPORT

This report provides status on County compliance activities with HIPAA Transactions
and Code Sets (TCS) Rules following the October 16, 2003 compliance deadline. We
submitted a separate status report last week to your Board regarding County

compliance with the HIPAA Security Rule whose compliance deadline was April 20,
2005. The Auditor-Controller is responsible for monitoring and auditing ongoing County
department compliance with HIPAA Privacy Rule following its compliance deadline of
April 14, 2004 and is submitting a separate semi-annual status report to your Board.

Summary

County departments' progress towards achieving full TCS compliance is largely
unchanged since the last status report. Progress has been limited due to the State's
inability to test and implement many required HIPAA transactions.

The Department of Health Services (DHS) through its claims processing clearinghouse,
Accordis, is submitting HIPAA compliant Medi-Cal inpatient claims to the State using
revenue codes based upon agreements reached with the State governing TCS
processing. As previously reported, the State has indicated that they will not be
prepared to accept HIPAA compliant Medi-Cal outpatient claims until calendar year
2006. DHS is continuing efforts internally to expand the use of HIPPA compliant
transactions with other trading partners.

The Department of Mental Health (DMH) is processing HIPAA-compliant Medi-Cal claim
files to the State. The problems with the file size and third-party payers are resolved
and DMH is now current with both inpatient and outpatient claim submissions.
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DMH is continuing to address Integrated System (IS) performance, reliability and
functionality issues. In response to your Board's November 30, 2004 order, DMH is
also submitting a monthly HIPAA-related Board report detailing their activities to
improve the performance and reliability of the IS and its use by their providers.

TCS Compliance Issues

Department of Health Services

. HIPAA Compliant Medi-Cal Outpatient Claims. Accordis, the DHS vendor
Clearinghouse, is submitting HIPAA compliant Medi-Cal inpatient claims to the State
using appropriate HIPAA compliant UB-92 revenue codes based on agreements
reached with the State. On December 2, 2004, the State indicated that they will not
be converting the County's Medi-Cal outpatient claims to be HIPAA compliant during
calendar year 2005. However, the State would like to initiate discussions on this
issue during the summer of 2005 in order to convert the County's Medi-Cal

outpatient claims to a HIPAA compliant format sometime during calendar year 2006.

. HIPAA Compliant Encounter Records. Office of Managed Care (OMC) and DHS
hospitals continue to work with LACare to submit HIPAA compliant encounter
records from our hospitals to OMC and then to LACare. OMC reported that the last
file required additional programming in order to meet LACare's front end HIPAA edit
checks. OMC submitted another DHS file to LACare for review and processing on
April 19, 2005. LACare identified some additional minor problems with the file. In
addition, LACare identified a mistake in their companion guide which resulted in
some additional programming changes. These programming changes have been
completed and an updated file was submitted to OMC during the week of May 9,
2005.

. Inpatient Mental Health Services Claiming. Three of the four DHS hospitals

utilze the non-HIPAA compliant, legacy Mental Health Management Information
System (MHMIS) to submit mental health services claims for both Medi-Cal and
Short Doyle reimbursement. Currently, Harbor/UCLA Medical Center (HUCLA) is
piloting the HIPPA compliant DMH iS and is experiencing problems using the IS to
submit completed psychiatric claims to the State. A meeting was held on March 7,
2005 with Sierra Systems, Inc. (Sierra) and DMH to discuss the issues. A follow-up
meeting was held on April 26, 2005 to discuss the current status of the outstanding
issues. There has been substantial progress made to resolve the issues and
reporting needs. However, HUCLA still requires some key issues to be resolved in
order to be fully functional under the new IS system.



Each Supervisor
May 24, 2005
Page 3

Department of Mer" d Kirbv Center

. HIPAA Compliant Medi-Cal Outpatient Claims. DMH has been producing HIPAA

compliant claims for outpatient services provided by directly operated clinics and
contracted providers. DMH has returned to near routine processing of Medi-Cal
claims. Claim submission is slowed by the iS processing capacity, which limits how
quickly claims files can be produced without seriously impacting performance for end
users. DMH, Sierra, and the Internal Services Department (ISO) are working
together to make changes to the IS configuration to improve the speed of claims
processing without negatively impacting IS users.

DMH and Sierra are providing technical assistance to contract providers who have a
high number of denied claims or have otherwise been unsuccessful in processing
claims through the IS. DMH is also providing advanced iS training for all providers
to further assist them in resolving and resubmitting denied claims. Training sessions
are scheduled through the end of May 2005.

DMH wil continue to submit claims for outpatient services provided by Fee-for-
Service (FFS) contractors through the MHMIS (the legacy claiming system) in a non-
HIPAA compliant format, until existing iS performance and functionality issues are
resolved. This work-around has reduced the delays in claim submissions and

payments.

. HIPAA Compliant Medi-Cal Inpatient Claims. The majority of March 2005
Medi-Cal inpatient claims have been submitted to the State, but the processing

capacity of the IS has limited how quickly the claim files can be produced and
submitted, so certain March 2005 claim fies will be submitted by the end of
May 2005.

The potential duplicate claims described in our last report that led to an unusually
high number of denials have been resolved by DMH and Sierra. Where appropriate,
legitimate claims (that are not duplicates) have been resubmitted to the State in non-
compliant format to avoid any risk of missing the claim submission deadline. DMH
continues to work with HUCLA to identify and address issues contributing to
suspended and denied claims.

. HIPAA Compliant Medicare Claims. DMH and Sierra have submitted HIPAA-
compliant claims to Medicare, but with mixed success. Recent claim files have been
accepted and processed, only to lead to difficulties getting a remittance advice
(payment) file that DMH and Sierra can process. Sierra has not completed the
modifications to the Medicare claims file to incorporate the claim identification
number, the service units, and some additional changes requested by DMH to
increase Medicare revenue. DMH and Sierra are expected to complete the
modifications and begin submitting the Medicare claims backlog by late Mayor early
June 2005.
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. Integrated System Improvements. DMH, Sierra, and ISO are working to implement
recommendations from the Integrated IS Improvement Plan. A key action identified
in the report was the fundamental system redesign to significantly streamline the
claims submission process. Sierra submitted a change order for $648,000 to
implement the changes by November 2005. After careful consideration and
consultation with internal IS users and management from directly operated and
contract providers, on May 5, 2005, DMH management elected not to sign Change
Request (CR) 33 that would have authorized this work.

DMH management and the effected users thought that CR 33 was simply tOQ much
money for an incremental improvement that involved very substantial risk and would
have been delivered much later than anticipated. DMH will explore with providers
and Sierra ways to achieve the desired improvements for IS users at lower cost, with
less risk, and with a more imminent delivery date. The implications of deciding not
to sign CR 33 are of such significance that DMH wil address the matter in a
separate memo to the Board by May 31 , 2005.

. Late Claims. On May 9, 2005, DMH received a copy of a memo from the Chief

Deputy Director of the State Department of Mental Health (SDMH) State to Stan
Rosenstein, Deputy Director, Medical Care Services, State Department of Health
Services, acknowledging that difficulties with HIPAA implementation at SDMH
contributed to DMH's filing late claims. If Mr. Rosenstein accepts the DMH position
that "good cause may be found in late claims with dates of service from February 1,
2004 through September 30, 2004," an estimated $5.0 million may be released to
DMH and its providers.

Should you have any questions, please call me at (213) 974-2008 or Jonathan Wiliams,
Chief Deputy, at (213) 974-2080.

JWF:GM:DH:sjc

Attachments

c: Department Heads
Chair, Information Systems Commission

P:\Drafts\HIPAA\2005 BOS Status\BOSHIPAA TCSstatusreport_may2005.doc
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e
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i
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a
v
e
 
e
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p
r
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n
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e
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a
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b
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p
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p
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n
g

transactions; hence there has been no testing w
ith trading partners. N

o negative im
pact on business processes or revenue flow

 has
rred.
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C
om

m
ents

T
he S

tate recently m
odified the 835 A

dvice file to include the F
F

P
 am

ount and S
ierra is using the new

 structure
T

he processing capacity of the IS
 is a constraint on how

 quickly D
M

H
 can load the large 835 files received from

 the S
tate to the IS

 once they
a
r
e
 
r
e
c
e
i
v
e
d
.f
r
o
m
 
l
a
s
t
 
r
e
p
o
r
t
.
 
D
M
H
 
p
a
y
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o
r
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o
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e
r
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i
c
e
s
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e
c
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l
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p
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c
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p
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u
c
i
n
g

H
IP

A
A

 com
pliant X

.12 835 rem
ittance advice transactions w

ithin the IS
. O

ne contract provider is sending 837 transactions via E
D

I and S
ierra

the com
pliant 835 by E

D
I. F

F
S

 providers do not yet receive a H
IP

A
A

-com
pliant X

.12 835 for approved claim
s since their claim

s are still
to the S

tate in a non-com
pliant form

at. T
hey receive H

IP
A

A
 com

pliant 835's for denied claim
s w

ithin the IS
. W

hile this transaction is in
use, its status is "yellow

" because it is in lim
ited use w

ith a lim
ited num

ber of trading partners involved at this tim
e.

N
o change report. D

M
H

 does not yet exchange a H
IP

A
A

-com
pliant A

N
S

I X
.12 270/271 w

ith the S
tate. D

M
H

 does use the
internally and successfully. T

he S
tate is w

orking on an im
plem

entation of the 270/271 and D
M

H
 w

ill transition to the com
pliant

in coordination w
ith the S

tate. T
he status w

ill rem
ain "yellow

" until the S
tate 270/271 is tested and im

plem
ented.

N
o change from

 last report. T
he Integrated S

ystem
 began 12278 transactions internally w

ith F
ee-for-S

ervice netw
ork providers

N
ovem

ber 24, 2003. S
tate M

edi-C
al w

ill not support com
pliant authorization transactions this year. D

M
H
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il continue to process

transactions in a pre-H
IP

A
A

 form
at w

ith the S
tate in the m

eantim
e. W

hile this transaction is in production use, its status is 'yellow
' because of

the lim
ited num

ber of involved at this tim
e and the lim

ited in w
hich it is used.

N
o change report. D

M
H

 is presently offering the 276 and 277 X
.12 transactions to netw

ork providers and S
hort-D

oyle
contract providers w

ho are sending H
IP

A
A

 com
pliant claim

s via E
D

I, but it is not a transaction currently used. S
tate M

edi-C
al w

ill not support
com

pliant status reporting transactions this year.
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N
o

providers are testing or using IS
 pharm

acy functionality in production. C
hanges to the P

harm
acy IS

 D
eploym

ent P
lan have been identified, but

not form
ally docum

ented. T
he docum

entation effort is on hold until m
ore pressing IS

 issues are resolved. T
his is expected to have no negative

im
pact on pharm

acy providers.

change report. D
M

H
 is presently offering the 276 and 277 X

.12 transactions to F netw
ork providers and

contract providers w
ho are sending H

IPA
A

 com
pliant claim

s via E
D

I, but it is not a transaction currently used. It w
il

becom
e m

ore im
portant to them

 as they begin to process m
ore H

IP
A

A
-com

pliant claim
s transactions. S

tate M
edi-C

al w
il not

com
pliant status reporting transactions this year.

change report. T
he H

IP
A

A
-com

pliant N
C

P
D

P
 transaction becam

e available use on F
ebruary 9, 2004. N

o
providers are testing or using IS pharm

acy functionaliy in production. C
hanges to the Pharm

acy IS D
eploym

ent Plan have been identified, but
not form

ally docum
ented. T

he docum
entation effort is on hold until m

ore pressing IS
 issues are resolved. T

his is expected to have no negative
im

pact on pharm
acy providers.


